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SACRAMENTO UPDATE

State BudÇJet

Senate Budget Hearing on the Governor's FY 2006-07 Proposed Budget. On
January 26, 2006, the Senate Budget and Fiscal Review Committee held an overview
hearing on the Governor's FY 2006-07 Proposed Budget. Presentations were made by
Vince Brown, Chief Deputy Director, Department of Finance and Elizabeth Hill,
Legislative Analyst.

Committee Chair, Senator Wesley Chesbro, opened the hearing by stating that the
Proposed Budget presents a more reasonable starting point than in past years because
of increased revenues. However, he said the Governor's proposal to delay the Federal
SSI/SSP COLA for an additional 15 months for California's most vulnerable population
is "dead on arrival" with Senate Democrats. On a motion by Senator Denise Ducheny,
the Committee rejected the Governor's proposal on the SSI/SSP COLA on a 7 to 4 vote.

Mr. Brown indicated that the Governor's Proposed Budget is balanced, provides for no
tax increases, and continues to make progress to pay down the deficit. Ms. Hil
expressed concern that the Proposed Budget goes in the "wrong direction to get the
State's fiscal house in order," because it increases spending by more than $2 billon on
program expansions, rather than paying down outstanding obligations. Although
Ms. Hil stated that her upcoming revenue forecast is likely to be similar to the
Administration's, she said that the ongoing structural deficit still would be about
$5 billion in 2007-08 and in 2008-09. She further cautioned Committee members that
the Proposed Budget does not recognize other potential budget-related pressures such
as State collective bargaining agreements, various court orders and lawsuits, unfunded
local mandates, and the negative impact of the pending Federal Budget Reconcilation
legislation.
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Senators Dennis Hollingsworth and Tom McClintock continue to express concern about
the State's ongoing structural deficit, and queried the Administration on how it will bridge
the gap between revenues and expenditures. Mr. Brown replied that the Governor is
committed to bringing subsequent budgets into balance over the next couple of years.
The Administration also said that, while California wil continue to enjoy a robust
economy, cost-cutting proposals may once again be put on the table to bring revenues
and expenditures into alignment.

Budget subcommittee hearings will begin in February, and the Legislative Analyst wil
release its analysis of the Proposed Budget on February 23, 2006.

Bonds .

Court Facilties Bond. On January 24, 2006, the Senate Judiciary Committee held an

informational hearing on the $1.8 bilion courthouse bond package proposed by the
Governor. Testimony was provided by representatives of the Department of Finance
(DOF) and the Administrative Offce of the Courts (AOC). The DOF outlined their
proposal for two bonds, one for $800 millon in 2006, and one for $1 billon in 2010.
Representatives of the AOC testified that there is a $9.8 billon need, including
$700 million for space occupied by county agencies, sparking some debate about the
adequacy of $1.8 billion. During a post-hearing discussion about the Los Angeles
County's public/private partnership proposal, a DOF representative expressed some
interest and requested specific language.

The Committee has scheduled a hearing and vote on the Governor's proposal, which is
contained in SB 1163 (Ackerman), for Monday, January 30.

Infrastructure Bond and Funding Proposals. The Assembly Democratic and
Republican Caucuses held separate press conferences on January 25, 2006 to

announce their respective infrastructure proposals.

Assembly Speaker Fabian Nunez, Assembly Water, Parks and Wildlie Committee

Chair, Lois Wolk, and several Assembly Democrats outlined a proposed 2006 Assembly
Flood Protection Package which includes flood protection financing through bonds and
other funding sources, legislation that would incorporate flood planning and other local
land use revisions, statewide planning and mapping, emergency preparedness and
response, and comprehensive flood liabilty reform. The package is contained in
AB 798 (Wolk), relating to delta levee subventions; AB 802 (Wolk), relating to flood
protection and land use; newly-introduced AB 1899 (Wolk) relating to flood protection
requirements for new developments; and AB 1898 (Jones), relating to flood insurance
and liabilty.

Also, a portion of the Assembly Democratic package is contained in Assembly Budget
Committee Chair John Laird's AB 1665 which relates to Sacramento River and
San Joaquin River flood control and levee programs.
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Speaker Nunez spoke briefly on his own infrastructure financing bill, AB 1783. As
introduced, it indicates legislative intent to develop a financing framework for
infrastructure improvements. The Democratic Assembly website notes that the bil wil
be further developed in the bond conference committee, and that the measure's

priorities include: transportation improvements and environmental mitigation; flood
control, delta protection and safe water systems; natural resource protection and green
development; housing construction and land use; hospital seismic retrofits and patient
safety; and emergency response and preparedness.

Assembly Republicans outlined a pay-as-you-go approach that proposes to fund
infrastructure improvements out of the State General Fund. The vehicle for this plan is
ACA 27 which is authored by Minority Leader Kevin McCarthy and co-authored by the
Assembly Republican Caucus. The measure would, commencing in FY 2007-08,
allocate the lesser of $750 million, or 1 percent of the State's General Fund revenues,
as specified, to infrastructure capital outlay projects "of statewide significance or

interest," to include projects as diverse as roads, waterways, to educational facilities.
This would make approximately $15 billion available for these projects over a 20-year
period.

Senate Committee ChanQes

On January 24, 2006, Senate pro Tem Don Perata announced a number of changes to
the size and composition of Senate committees. The changes are included in SR 21
(Perata) which is pending Senate Floor action. Sources in the Senate say that the bil is
awaiting further modification.

Attachment i outlines the most recent changes of Senate Committee sizes and
memberships. It should be noted that the memberships of three of the Committees are
pending selection.

Hospital FinancinQ Waiver HearinQ Postponed

A Joint Informational Hearing of the Senate Health Committee, the Senate Budget
Subcommittee No.3, the Assembly Health Committee and the Assembly Budget
Subcommittee NO.1 has been postponed from February 7,2006 to February 21,2006.
The hearing wil be held from 1 :30 p.m. to 5:00 p.m. and it will focus on the
implementation of the Hospital Financing Waiver and the coverage initiative.
Representatives from the Administration wil be presenting testimony.

Select Committee on Foster Care

The next hearing of the Select Committee on Foster Youth, chaired by Assembly

Member Karen Bass, wil be held on February 15, 2006 from 2:00 p.m. to 5:00 p.m. in
Sacramento. The Committee wil be discussing the issues and needs of relative
caregivers and the foster youth for whom they provide care.
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Little Hoover Commission EmerQencv Preparedness Subcommittee MeetinQ

The Emergency Preparedness Subcommittee of the Little Hoover Commission has
scheduled a meeting with Los Angeles officials, emergency preparedness experts and
private sector representatives on Tuesday, January 31, 2006. The meeting wil be from
10:00 a.m. to 1 :00 p.m. at City Hall East in the City of Los Angeles Emergency
Operations Center at 200 North Main Street, Los Angeles. Carol Meyer, Director of
County's Emergency Medical Services Agency, wil be attending.

Status of Countv-Interest LeQislation

County-supported SB 466 (Kuehl), which would have allowed a local agency to use a
mobile photo radar system to enforce speed limits on streets within residential districts
and school zones, was recently amended to authorize a pilot project within the City of
Beverly Hils to use a mobile photo radar enforcement system within residential districts
and school zones. The Department of Public Works recommends that the County
continue to support SB 466.

County-supported AS 1090 (Matthews), which would have defined conversion
technologies, promoted their development by incorporating them within the State's
waste management hierarchy, and provided diversion credit to jurisdictions that utilze
such facilities, was recently amended to remove the authorization for jurisdictions to
earn diversion credit for the use of conversion technologies. The Department of Public
Works is currently reviewing the amended version of the bil to determine if the County
should continue to support it.

A roster containing the status of all bils of County interest can be found as
Attachment 11.

We wil continue to keep you advised.

DEJ:GK
MAL:JF:EW:cc

Attachments

c: Executive Officer, Board of Supervisors

County Counsel
Local 660
All Department Heads
Legislative Strategist
Coaliion of County Unions
California Contract Cities Association
Independent Cities Association
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Attachment I

CHANGES TO SENATE COMMITTEES AS OF JANUARY 27,2006

Agriculture-Changes from 9 members to 5 members. Note: Final membership is
pending Minority Leader Ackerman's selection of the members of the Republican
Caucus that wil remain on the Commitee. Currently the membership includes
Republican Senators Denham (Chair), Hollingsworth, Maldonado and Poochigian. The
newly constituted Committee will have one less member from the Republican Caucus.
The Democrats on the Committee wil be Senators Ducheny (Vice-Chair), Chesbro and
KuehL.

Appropriations-Remains at 13 members. Members are Senators Murray (Chair),
Aanestad (Vice-Chair), Alarcon, Alquist, Ashburn, Battin, Dutton, Escutia, Florez, Ortiz,
Poochigian, Romero and Torlakson.

Banking, Finance and Insurance-Changes from 11 to 10 members. Members
will be Senators Speier (Ch.), Cox (V. Ch.), Denham, Florez, Hollngsworth, Lowenthal,
Machado, Maldonado, Murray and Scott. Senator Figueroa is no longer a member.

Budget and Fiscal Review-Changes from 17 to 13 members. Members wil be
Chesbro (Ch.), Hollngsworth (V. Ch.), Ducheny, Dutton, Kehoe, Kuehl, Lowenthal,

Machado, Margett, McClintock, Runner, Scott and Simitian. Senators Campbell

(elected to Congress), Dunn, Romero and Torlakson are no longer members.

Business, Professions and Economic Development-Changes from 7 to 5
members. Note: Final membership is pending Minority Leader Ackerman's selection of
the members of the Republican Caucus that wil remain on the Committee. Current
Republican members are the vacant V. Ch. position, Aanestad and Morrow. The
Democratic members are Senators Figueroa (Ch.), Florez and Simitian. Leaving are
Senators Campbell (to Congress) and Murray.

Education-Remains at 12 members. Members are Senators Scott (Chair),
Maldonado (Vice-Chair), Alquist, Denham, Dutton, Lowenthal, Morrow, Romero,
Simitian, Soto, Speier, and Torlakson.

Elections, Reapportionment and Constitutional Amendments-Changes from 6
to 5 members. Members wil be Senators Bowen (Ch.), Battin (V. Ch.), Murray,
Poochigian and Romero. Senator Dunn is no longer a member.

Energy, Utilties and Communications-Remains at 11 members. Members are
Senators Escutia (Chair), Morrow (Vice-Chair), Alarcon, Battin, Bowen, Cox, Dunn,
Kehoe, Murray, Simitian and vacancy.



Environmental Quality-Changes from 9 to 7 members. Members will be Senators
Simitian (Ch.), Runner (V. Ch.), Chesbro, Cox, Escutia, Kuehl and LowenthaL. Senators
Campbell (to Congress) and Figueroa are no longer members.

Government Modernization, Efficiency and Accountabilty-Changes from 9 to
5 members. Members will be Figueroa (Ch.), vacancy (V. Ch.), Ashburn, Ducheny and
KuehL. Senators Dutton (V.Ch.), Campbell (to Congress), Florez and McClintock are no
longer members.

Governmental Organization-Changes from 11 to 5 members. Note: Final
membership is pending Minority Leader Ackerman's selection of the members of the
Republican Caucus that wil remain on the Commitee. Current Republican members
are Senators Denham (V. Ch), Battin, Cox, Mçirgett and McClintock. Democratic
members wil be Senators Florez (Ch.), Duchenyand Romero. Senators Dunn, Murray,
Soto and Vincent are no longer members.

Health-Changes from 11 to 9 members. Members wil be Senators Ortiz (Chair),
Runner (Vice-Chair), Aanestad, Alquist, Chesbro, Cox, Figueroa, Kuehl and
Maldonado. Senators Romero and Vincent are no longer members.

Human Services-Changes from 7 to 5 members. Members will be Senators
Alquist (Chair), Maldonado (Vice-Chair), Aanestad, Chesbro and Romero. Senators
Alarcon and Florez are no longer members.

Judiciary-Changes from 7 to 5 members. Members wil be Senators Dunn

(Chair), Morrow (Vice-Chair), Ackerman, Escutia, and KuehL. Senators Cedillo and
Figueroa are no longer members.

Labor and Industrial Relations-Changes from 8 to 5 members. Members wil be
Senators Alarcon (Chair), vacancy (Vice-Chair), Ackerman, Kuehl, Lowenthal and
Runner. Senators Campbell (to Congress) and Dunn are no longer members.

Local Government-Changes from 7 to 5 members. Members will be Senators
Kehoe (Chair), Cox (Vice-Chair), Ackerman, Machado, and Torlakson. Leaving are
Senators Kuehl, McClintock, Perata and Soto.

Natural Resources and Water-Changes from 11 to 7 members. Members wil be
Senators Kuehl (Chair), Margett (Vice-Chair), Aanestad, Kehoe, Lowenthal, Machado,
and Migden. Senators Bowen, Dutton, Hollngsworth and Romero are no longer
members.

Public Employment and Retirement-Remains at 5 members. Members will be
Senators Soto (Chair), Ashburn (Vice-Chair), Alarcon, Dunn, and Hollngsworth.
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Public Safety-Changes from 7 to 6 members. Members wil be Senators Migden

(Chairwoman), Poochigian (Vice-Chair), Cedilo, Margett, Perata, and Romero. Former
Chair, Senator Alquist left to become Chair of Human Services.

Rules-Remains at 5 members. Members are Senators Perata (Chair), Battin
(Vice-Chair), Ashburn, Bowen, and Cedillo.

Transportation and Housing-Changes from 14 to 13 members. Members wil be
Senators Lowenthal (Chair), McClintock (Vice-Chair), Ashburn, Cedilo, Ducheny,
Kehoe, Machado, Maldonado, Margett, Runner, Simitian, Soto and Torlakson. Senator
Murray is no longer a member.

Veterans Affairs-Remains at 5 members. Members are Senators Morrow (Chair),
Soto (Vice-Chair), Chesbro, Denham, and Dunn.
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